PUBLIC SCHOOL PRIVATIZATION:
THE DECISION IN BALTIMORE
by

Joseph Pociask

Dissertation submitted to the Faculty of the
Virginia Polytechnic Institute and State University
in partial fulfillment of the requirements for the degree of
DOCTOR OF EDUCATION
in

EDUCATIONAL ADMINISTRATION

A ) Lo Ao

~ /Glen 1. Eaffhman, Chairman

Ouvda s B f

APPROVED:

David J. Parks & Stéphen R. Parson
Robeft R Richards ‘ ; StepEéﬁ E%?ﬁ
April 1996

Blacksburg, Virginia

Key words: School, Privatization, Decision, Baltimore



PUBLIC SCHOOL PRIVATIZATION:
THE DECISION IN BALTIMORE

by
Joseph Pociask

Committee Chairman:

Glen Earthman, Educational Administration

(ABSTRACT)

This is a case study of the decision in Baltimore City Schools to
privatize some of their schools. This study investigated the reasons why
this decision was made and how it was made. The Garbage Can Model of
decision making (Cohen and March, 1986) was used as a way of
organizing the study. The single case study method was used to examine
this decision. The issue of privatization is somewhat new and
controversial. It is also one in which there is relatively little written in the
literature. While there is much written on decision making models in
general, non-rational models, such as the Garbage Can Model, are not
often used to examine the decision making process. This study depended
largely on information gathered from interviews of participants who were
active in the decision making process in Baltimore and also on the

examination of relevant documents. Participants were asked a series of



prepared questions which were based on the components of the Garbage
Can Model. Those questions focused on the problems, solutions,
participants, and choice opportunities which were in the system at the time
the decision was made. The superintendent, board members, city council
members and other key participants were interviewed in the first round of
interviews. The second round of interviews was largely from names
obtained in the first round.

The data gathered was reduced, organized according to the streams
of the Garbage Can Model, and displayed in tables and matrices. The
conclusion presents the findings in terms of the Garbage Can Model and
reveals the factors which influenced the making of this controversial
decision.

The findings of the study support the theory of Cohen & March
(1986) that educational organizations often make decisions in ambiguity
and that the Garbage Can Model can help explain the decision making
process used in such organizations. The decision in Baltimore was made
by the mayor and the superintendent without significant input from other
participants or groups. The school district's problems and potential
solutions were noted. Recommendations for school districts interested in

contract management of schools are included.
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CHAPTER ONE

Introduction

The educational community has watched with interest as the
privatization movement has gained momentum during the last several
years. Privatization has both been hailed as a much needed educational
reform and condemned as an abdication of the authority and trust given to
the local school district by the taxpayers. It may, in truth, contain some
elements of both views.

There are many ways in which privatization may be manifested in
the public schools. Privatization may range from involvement in such
minor activities as the hiring out of the custodial services or transportation
services to a private contractor, to the contracting of the operation of
special purpose schools or even to such comprehensive activities as the
operation of an entire school building or school district. An entire industry
has grown up around the notion of private business working in public
education for profit. Notable among these are the Edison Project
(Whittle), Public Strategies Group, and Educational Alternatives
Incorporated (EAI).

Among the public school districts which have recently experimented
with the privatization of the schooling process, there are three which have

contracts with EAI. These districts are Baltimore, Maryland; Miami,



Florida; and Hartford, Connecticut. In each of these school districts, EAI
has taken over the management and operation of one or more public
school buildings providing educational services to the children in the same
way as the regular public schools. The motivation of the school districts
is, ostensibly, to improve the quality of the educational programs in those
particular buildings. The motivation for the contract company is that this
business venture is designed to provide the company with profits from the
savings realized from the increase in efficiency.

Not all privatization sites operate in the same way. Public
Strategies Group (PSG), a Minneapolis firm, provides the Minneapolis
Public Schools with consultant services and a superintendent, Peter
Hutchinson. Hutchinson, through PSG, runs the entire Minneapolis school
district. This arrangement was made primarily for fiscal efficiency.

In Baltimore, EAI contracted to operate nine schools (eight
elementary schools and one middle school.) In addition to these original
nine schools, contracted in 1992, three more were added the following
year for management services only. These contracts are different and
involve different decision making processes in the administration of the
schools. In Miami, it operated one new elementary school, an
arrangement which ended in June 1995. The firm had also contracted to
run all of the schools in Hartford on a partnership basis with the Hartford
School Board. These agreements are generally five year contracts

between EAI and the school districts.



EAI runs its schools through a site-based type management under
the districts' regular superintendents and principals. According to the
arrangement, EAI was provided with an average per-pupil dollar amount,
which was slightly more than that given to the other schools in the district.
EAI also had the freedom to select books, materials, and often even
teachers. Although EAI used its own method of instruction known as
Tesseract, it still followed the Baltimore City Public Schools curriculum.

To better understand why various forms of privatization are being
adopted in school districts, it is important to understand how and why the

decision is made at the school district level.

Research Questions

The main research question which directed the inquiry in this study
was, how and why did the Baltimore school district reach the decision to
privatize its schools? Several related sub-questions further guided the
study: What problems were identified which privatization would correct?
What role did various individuals and interest groups play in the decision
to privatize? What other solutions were available? What forces caused
the school district to make this decision when it did? How was the

decision to contract with a company made?

Purpose of the Study
The purpose of the study was to find out how and why a school

district made the decision to hire a private firm to operate its public



schools. The decision to privatize schooling was a major one for
Baltimore. The decision making process in any school district is often
complex, uncertain, and difficult. This study will use the Baltimore
privatization decision as an example of how major decisions are made in a
large school district.

The 1ssue of privatization is fairly new, although a great deal has
been written about the subject in recent years. While the privatization of
schools and school related functions appear to be becoming a trend in
American education, it also seems that school privatization is a rather
extreme measure. It is an attempt to have the business world solve
problems for which contemporary American urban education has thus far
been unable to find a remedy.

The emphasis of this study will be to examine the dynamics of the
decision by a major school district to adopt privatization in its regular
public schools. The study will explore how the Baltimore school district

made this important decision.

Significance
Many important decisions are made in school districts each day.
While many of the decisions are routine, some are controversial and even
fundamental to the way we educate. Some of these decisions may change
our very assumptions of what public schools are and how they operate.
From the point of view of an educator, it is important to understand the

process by which such decisions are made, who makes them, and the other



components which enter into such decision making. From the point of
view of a parent, student, taxpayer, or citizen, such decisions have a
tremendous impact on the quantity and quality of the service rendered by
the local public school and how tax dollars are being spent. Therefore,
understanding the decisions being made, and the decision making process
itself, is critical.

There are individuals and interest groups in the educational field
and in business interested in the decision making process in major school
districts. Some of these may seek to understand the decision making
process because they wish to influence the decisions which are being
made. Information about this process is of great concern to these parties.

It i1s extremely important that educators investigate new ideas with
an open mind. Privatization of education is an area in which opinions are
sometimes formed without an adequate background in the literature.
Leaders in education need to know about privatization, the conditions
which exist in schools or school districts which are experimenting with it,
and how and why privatization has been selected in those districts which
have adopted the practice. Since there is little current work in this area,
this study is needed to provide this information for those persons in a
school district who are charged with making decisions regarding
privatization. The study will provide the reader with insight into that

process.



Theoretical Considerations

Organizational theorists have long sought to explain how decisions
are made in organizations. Many models have been developed and
offered to explain the decision making process of an organization. Most
of these models perform on a logical step-by-step basis. Some models
account for contingencies which affect the outcome of the decision.
Certain models perform better than others for certain types of
organizations.

Cohen and March (1986) theorized that educational institutions
operate differently than many other organizations. They presented a non-
rational model of decision making in which "decision opportunities are
fundamentally ambiguous stimuli"' (p. 81). They define a choice
opportunity as "an occasion on which an organization is expected to
produce a decision" (p. 81). As such, a choice opportunity may be viewed
"as a garbage can into which various problems and solutions are dumped
by participants" (p. 81). Several things will affect the outcome of the
decision including the nature and number of problems in the garbage can,
the number of cans available, and the speed with which garbage is put in
the cans. Cohen and March hold that in a Garbage Can Model, there are
four independent, although interacting, streams:

1. Problems - concerns from inside and outside the organization
which require attention,

2. Solutions - an answer to the question and sometimes an answer

actively in search of a question,



3. Participants - who may come and go, and exert varying amounts
of influence, and,

4. Choice opportunities - the expectation that a decision will be
made.

Problems, solutions, and participants interact in the garbage can with each
other until a choice opportunity is presented to force a decision.

This Garbage Can Model can be useful in guiding a study of the
decision made by the Baltimore school system to privatize some of its
schools. In so doing, one must determine the problems which existed
which were to be resolved by privatization. What were the problems?
How were they identified? How severe were the problems? What
evidence is there that a solution to the problem was needed?

Cohen and March (1986) theorize that in the field of education as
well as in some other organizations, solutions often precede the problem.
In other words, there are lots of solutions around which are in search of a
problem. Therefore, one must also examine solutions. Were there other
solutions to the problems? What were they? Were they seriously
considered? Were other solutions attempted? If not, why not? If so, what
was the result? What kinds of "reforms" were attempted in the last few
years, before privatization began?

Participants in a decision are perhaps the most important aspect of
how a decision is made in an educational organization. Many factors enter
into the nature and extent of participation in decision making. Some of

these factors, including an individual's personality and group dynamics,



may never be explained or fully understood. Individuals do not participate
on an equal footing. Dahl's famous study of New Haven, Connecticut
(1961), demonstrated that power and influence are not distributed equally.
The power and influence wielded by an individual depends in part on that
individual's position or rank in the organization, political clout, financial
status, social rank, moral affirmation, political connections and many other
factors. Dahl (1961) also demonstrated that participants need not always
be individuals. Parties, factions, and interest groups are often key players
in making governing decisions.

Just as Dahl's study explored the formal and informal channels of
power and decision making, this study will explore the various individuals
and groups on the inside as well as on the outside of the system who had
an influence on the decision. It will take a look at those which had formal
as well as informal influence on the decision that was made.

Problems, solutions, and participants were the ingredients in the
Baltimore School system's garbage can. With these factors churning in the
garbage can, the Baltimore school system came to a choice opportunity.
The decision which came out of the garbage can was the decision to
privatize some of the schools in Baltimore. An examination of the
contents of the garbage can will be necessary for an understanding of how

that decision was made.



Definitions

The following definitions will serve to clarify some of the terms
used in this study:
Privatization: The operation of one or more of a district's regular public
schools by a private, corporate enterprise, for profit.
Target schools: Public schools which were chosen for privatization by
the school district.
Contract Management. Management of a public sector function by a

private sector firm through a written agreement and for profit.

Limitations
This study will focus on the decision to privatize some of the public
schools in the city of Baltimore. The findings may not be generalizable to
how decisions are made about privatization in other cities or to how
school districts make decisions regarding other critical areas of concern to

educators.

Organization of the Study
Chapter One will provide an introduction to the research problem,
state the research questions, the purpose of the study, the significance, the
theoretical considerations relevant to the study, the definitions of useful
terms, and the limitations of the study. In Chapter Two the researcher will
present some of the literature available on privatization which will give a

background for the examination of the Baltimore case. A second part of



the chapter will give attention to literature on the decision making process
in organizations in general and in educational settings in particular.
Chapter Three will establish the research methods to be used in the study.
This will include the methods and procedures used, the subject of the case
study, the data needs, the instruments used, the data gathering procedures,
and how the data was analyzed. The fourth chapter will describe the site
which is to be studied. Chapter five will present the findings which will
be organized according to the streams of the Garbage Can Model.
Conclusions will be found at the end of each section or stream. The last
chapter will present a discussion, explain obstacles and limitations,
suggest some practical applications of the study, and make

recommendations for future studies in this area.
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CHAPTER TWO

Related Literature
Privatizati

In general, privatization means the divestiture of public enterprise.
Public enterprise refers to public production for private consumption. In
most cases divestiture is achieved by the sale of the enterprise (the total
assets) to the private sector or by encouraging the private sector to enter a
market previously dominated by or exclusively held by public enterprise.
In such cases, private enterprise eventually assumes all or most of the
production (Jones, Tandon, & Vogelsang, 1990).

While the idea of privatization has been around as a theory since the
late Eighteenth Century, the concept began to attract worldwide attention
in the late 1970's. It was then that Prime Minister Margaret Thatcher
began selling off public industries, communications, and service providers.
Since then, over 100 countries have privatized over 10,000 state-owned
enterprises (Emst & Young, 1994). The trend toward privatization of
government owned enterprises has spread throughout the world including
Western Europe, Eastern Europe, the former Soviet states, Africa, and
Latin America. Thatcher's example contributed more to the spread of
privatization than any other government official or government. "A

number of governments in Eastern Europe and the former Soviet Union

11



have implemented or are discussing 'mass privatization' programs" (Emnst
& Young, 1994, p.11), which will ultimately lead to citizen ownership of
shares of state owned enterprises. Governments are turning to
privatization to increase economic efficiency and to reduce the national
debt, operating subsidies, and the scale of government. Privatization is
not only expanding in democracies. A "trend toward privatization is
evident in every continent and within nations of widely different political
systems "(Lieberman, 1989, p. 11). In the U. S. privatization received a
big boost in 1983 when the Privatization Task Force of the President's
Private Sector Survey on Cost Control in the Federal Government issued a
report which staunchly advocated the privatization of numerous
governmental activities (Lieberman, 1989).

Donahue (1989) provided an excellent graphic representation of the
privatization issue. His two dimensional representation placed the
delivery of services on one axis and the financing source on the other.
The two by two model allowed four possible scenarios.

Collective payment refers to payment which comes from general
revenue funds. Individual payment refers to payment which is made by or
on behalf of the consumer. In terms of American public education, most
services are delivered in the upper left quadrant, collective payment and
public sector delivery. Most efforts at privatization currently underway in
the U. S. are found in the lower left quadrant, that is, collective payment
and private sector delivery. A parent who places his child in a private

school would be represented in the lower right quadrant (see Figure 1).

12



Collective Payment Individual Payment

Public Sector Delivery

Private Sector Delivery

(Donahue, 1989, P.7)

FIGURE 1. Dimensions of Public/Private Sector

Privatization in education does not necessarily mean the delivery of
instructional services. Dervarics (1993) revealed that 29% of U. S. school
districts contracted out transportation to some degree, about 5%
contracted out food services, and an unspecified percentage of districts
contracted out maintenance services. School districts must evaluate which
services they deliver efficiently and which they do not. Those things
which can be performed better or cheaper by a private contractor can be
privatized at a savings to the district. However, saving money is not the
sole reason for the privatization trend. Mistrust and suspicion of big
government also is a factor in the privatization movement. Myron
Lieberman (1989) pointed out that " ' increased efficiency' is not just a
fiscal concept. Instead, it should be viewed as a response to widespread
dissatisfaction with government services; the belief that the private sector
can deliver services more economically is only one factor underlying the
growth of privatization" (p. 11).

Lieberman was particularly adamant about the need for privatization

of education in the United States. He contended that "it is not widely ,

13



recognized that the United States has been prosperous and democratic not
because of government provision of education, but in spite of it."
Lieberman maintained that "public education as we know it is a lost
cause" (Lieberman, 1993, p. 2).

Lieberman (1989) identified eight modes of privatization some of
which may be applied to the field of education. They are listed below
along with an explanation of each.

1. Contracting with independent contractors: "The contracting
out of public services is defined as the contractual utilization of
nongovernmental entities to provide or help provide public services"
(Lieberman, 1989, p. 7). Nongovernmental entities may be individuals,
partnerships, companies, nonprofit organizations, or independent
contractors whether for profit or not.

2. Vouchers: Vouchers are payments made by the government to
consumers or on behalf of consumers, which may be redeemed for
governmental services at government approved providers. In the case of
education, the voucher may be issued by the school district to be used at
selected schools, either public or private, as previously determined and
approved by the school district.

3. Load shedding: Load shedding is the withdrawal by the
government of both the funding and the rendering of the service. This is
not a popular method for privatization of schooling among academics or

educators. In terms of education, load shedding would be tantamount to

14



closing all public schools and discontinuing any financial support for
schooling.

4. Franchise: A franchise is close to contracting out except that
money may not necessarily change hands between the government agency
and the provider. A private business may be awarded monopoly status in
providing a service which the consumers may purchase with their own
funds. An example of franchising would be if the school district awarded
a food service franchise to Marriott Corporation or McDonald's as an
alternative to operating their own cafeteria program.

5. Subsidies: Subsidies are incentives, payments, or credits from
the governmental agency to the supplier of the goods or services. These
could take the form of tax incentives to the provider to minimize the
provider's costs. These incentives would encourage providers of services
to enter an otherwise profitless enterprise.

6. Voluntary service: Voluntary service is the arrangement for
unpaid personnel to perform regular services for the school. This could be
in the form of parents and other volunteers, or services from the
community, business, or other contributing agencies.

7. Sale of government assets: "The sale of government assets is a
transfer of property rights to tangible assets from government to the
private sector for an agreed upon price" (Lieberman, 1989, p. 7).

8. Leaseback arrangement: In a leaseback arrangement, the
governmental agency, for example a school district, may agree to lease a

capital asset, such as a building, provided by the private sector. Under

15



such arrangements, the private sector provider agrees to finance and
construct the building which will be leased by the public sector agency, for
example a school, for a specified amount of time at an amount agreed
upon prior to construction. At the end of the agreement period, the capital
asset typically would revert to the private sector provider.

The franchise mode of privatization is often used for such non-
instructional services as maintenance, food service, and transportation.
For instructional services, the method of contracting out seems to be the
preferred mode of privatization. Except for vouchers, most other forms of
privatization, while practical in some circumstances, do not offer a viable
alternative for the actual educational process. Vouchers are currently
undergoing various legal and political reviews in school districts and states
in the U. S., and are not the subject of this study.

There are several businesses which have entered the privatization
field in schools. Most of these have contracted for various non-teaching
operations in the schools. Rydér Systems, Incorporated and Mayflower
Group, Incorporated offer school districts transportation services.
Marriott Corporation is one of the largest companies which provide food
services to schools. ARA Group and Service Master offer a variety of
non-teaching operations. Public Strategies Group, Inc., a Minnesota firm,
offers administration and financial management services only (NEA
Today, 1994). There are many other private sector firms offering services

such as these to school districts in their areas. In addition to these non-
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